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SPEECH 

OF 

HON.  THOMAS  L.  BUNTING. 


The  House  having  under  consideration  the  hill  (H.  R.  442a)  for  the  free  coin- 
age of  gold  and  silver,  for  the  issue  of  coin  notes,  and  for  other  purposes— 

Mr.  BUNTING  said: 

Mr.  Speaker:  Agriculture,  tliroug^h  its  excusable  discontent, 
lias  awakened  the  commiseration  of  the  countiy.  It  lieing 
the  foundation  and  superstructure  of  national  wealth,  its  check 
in  progress  and  prosperity  may  well  alarm  the  people.  It  is 
useless  to  deny  the  retrogression  of  the  American  farmer  since 
the  war  period.  From  the  foundation  of  the  Government  up 
to  1860  agriculture  was  credited  in  every  census  witli  half  the 
wealth  of  the  nation,  yet  in  less  than  two  decades,  according  to 
the  census  reports  of  1880,  agriculture’s  share  was  less  than 
$12,000,000,000  of  a total  of  $43,800,000,000,  or  a little  more  than 
one-auarter. 

Justifiable  censure  of  a fate  which  under  the  ban  of  law  or 
usage  has  debased  agriculture  until  the  public  conscience  treats 
it  as  implied  slavei'y,  ivill  demand  relief  through  economic  ex- 
pedients, which,  though  experimental,  are  sure  to  pi’ompt  the 
faith  of  the  discouraged  yeoman  of  the  soil. 

The  free  coinage  of  silver,  which  some  theorists  claim  is  to 
furnish  plenty  of  money  to  the  rural  districts,  seems  to  have 
preference  on  the  Calendar  of  such  experiments.  Representing 
a constituency  largely  composed  of  farmers,  I am  in  duty  bound 
to  question  a sophistry  which  I believe  in  its  application  would 
injure  rather  than  relieve  agriculture.  I shall  not  in  the  brief 
time  allotted  me  lumber  my  argument  wTth  statistics  which  are 
more  apt  to  confuse  than  convert,  nor  shall  I seek  to  confirm  or 
deny  well-known  theories  on  the  subject  of  national  finance. 

The  late  Secretary  of  the  Treasury,  Mr.  Manning,  once  said: 

I have  given  harder  study  to  the  silver  problem  than  to  any  other  duty  of 
mv  office.  I have  tracked  theories  only  to  hnd  them  overthrown  in  practice, 
and  I have  compiled  endless  summaries  in  hopes  to  solve  the  problem  with 
mathematical  precision  only  to  find  in  history  an  unanswerable  negative  to 
my  proposition. 

I shall  take  warning  from  such  failures  in  the  broader  field  and 
strike  for  tenable  ground  below  these  more  scientific  methods. 
I shall  hope  to  impress  some  practical  business  features  which 
may  give  agriculture  its  bearings  on  this  important  question. 

AGKICUnTURAL  DEPRESSION  GENERAL. 

It  must  not  be  assumed  that  the  depression  complained  of  by 
the  farmers’  exponents  on  this  floor  is  alien  to  agriculture  in  any 
section  of  the  country.  That  Kansas,  Iowa,  Mississippi,  and 
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other  States  of  the  West  and  South  are  most  vociferous  in  de- 
manding measiu'es  of  relief  is  evidence  only  of  a laudable  aggres- 
siveness in  forcing  their  misfortunes  on  the  attention  of  the 
people.  Their  actual  conditions,  however,  measrred  by  the  pos- 
sibilities of  their  extricating  themselves  from  their  present  dis- 
couragement, are  immeasurably  better  than  those  which  tempt 
the  courage  of  farmers  in  some  of  the  Eastern  States.  A letter 
received  from  It.  G.  Dun's  ag*ency,  Buffalo,  under  date  of  March 
15, 1892,  says: 

I reeard  the  conditions  of  the  average  farmer  in  older-settled  States  as  the 
main  problem  of  the  times.  Land  in  some  of  those  States  has  depreciated 
40  to  50  per  cent,  while  the  soil  unfortunately  has  depreciated  more. 

New  York  even,  which  has  been  denominated  so  often  in  this 
debate,  by  malicious  inference  and  by  direct  charge,  as  the  mer- 
ciless creditor  whose  life  circulation  was  drawn  from  the  blood 
money  of  the  country,  is  far  from  exempt  in  its  agricultiu'al  in- 
terests from  the  common  check  in  the  prosperity  of  the  farmer. 

The  State  assessors  of  New  York  officially  report  that  real 
estate  in  that  State  has  depreciated  $300,000,000  since  1880.  Ag- 
ricultural depression  is  therefore  general  and  not  local.  The 
farmers  of  the  nation,  irrespective  of  geographical  location,  are 
equally  interested  in  any  legislation  which  seeks  to  relieve  its 
burdens. 

POVERTY,  NOT  MONEY  CIRCULATION.  THE  TROUBLE. 

Plain  speech,  though  discomfiting  and  discouraging,  is  the 
honest  medium  of  discussing  the  present  condil  ions  of  agricul- 
ture. Demagogues  may  pervert  the  cause  of  the  depression  and 
paint  false  hopes.  My  alliance  to  the  farmers  in  spirit  as  well  as 
by  profession  pi*ompts  me  to  be  frank  and  serious  in  treating  the 
great  question. 

I should  be  glad  to  believe  that  it  was  the  lack  of  money  circu- 
lation rather  than  simple  poverty  that  is  afflicting  the  fai^mer, 
and  that  the  free-coinage  scheme,  if  a redress  at  all,  meant  the 
abolition  of  poverty  or  the  means  of  supplying  plenty  of  money 
to  the  people  without  asking  any  vendable  pc^ssession  in  ex- 
change. , . 1 j 

If  the  farmer  has  produce  to  sell  for  which  there  is  a demand 

and  market,  the  simple  act  of  getting  his  pay,  if  dealing  with  re- 
sponsible parties,  is  hardly  considered.  Nor  is  it  disputed  that 
if  the  farmer  has  satisfactory  security  and  can  warrant  payment 
on  his  obligations  that  the  banks  will  loan  him  money  at  cur- 
rent rates.  Hence  it  seems  not  to  be  alack  of  money,  but  either 
a lack  of  commodities  to  sell,  a market  demand  for  it,  or  of  col- 
lateral that  heads  the  farmer  from  prosperity.  No  candid  farmer 
will  deny  these  statements.  Yet  we  are  called  U]>on  by  the  meas- 
ure now"  under  consideration  to  predicate  a great  and  dangerous 
economic  change  on  a contrary  hypothesis. 

THE  MISSING  LINK. 

A most  important  connecting  link  seems  to  be  lacking  in  the 
free-coinage  programme,  and  that  is  a transit  line  between  the 
Government  Treasury  and  the  farmers’  pockets.  No  matter  how 
much  money  the  Government  may  coin  or  have  on  hand  it  only 
])ays  its  funds  out  on  its  obligations,  and  if  the  farmer  happens 
not  to  be  a pensioner,  a bondholder,  a vender  of  Government 
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supolies,  or  a Governmenteraploye,  his  condition  will  not  thereby 
be  improved,  though  the  Treasury  vaults  be  full  to  overflowii^. 

The  memory  of  the  embarrassed  farmer  reaches  back  to  tne 
war  period,  when  money  was  being  poiu*ed  from  the  Treasury 
into  the  laps  of  the  people  in  great  abundance,  and  he  confounds 
the  conditions  of  that  period,  with  its  promiscuous  and  profuse 
expenditure,  with  conditions  the  very  opposite,  because  founded 
on  the  normal  expenditures  incident  to  peace.  \\  hen  the  Gov- 
ernment  was  buving  horses,  mules,  Hour,  meats,  vegetables  to 
supplv  and  accoinmodate  an  army  of  1,000,000  men;  when  itwas^ 

buvinf^  wagons,  ambulances, ordnance, ammunition,  and  array  sup- 
plies: ^vhen  it  was  clothing  such  a vast  army  and  Paying  a wage 
list  of  over  $2,000,000  per  day,  money  could  scarcely  helptinding 

the  pockets  of  a great  majority  of  our  people. 

It  was  during  this  plethoric  era  that  the  seeds  of  undue  in- 
debtedness were  planted,  which  have  ripened  ^ince  into  farm 
mortgages  and  embarrassing  demands.  Naturally  the  ^ ep"  sug- 
o-estion  of  more  money  in  the  hands  of  the  Government  tempts 
the  expectation  of  the  debtor  class;  hut  no  matter  how  plethoric 
the  Treasury  the  fund  will  be  as  delusive  to  its  hopes  as  the 
mirao-e  of  the  desert  is  delusive  to  the  hopes  of  the  thirst} 
traveler— a far  off  fancy  never  to  be  reached. 

PER  CAPITA  CIRCULATION. 

It  is  not  so  much  per  capita  circulation  as  per  capita  possession 
with  the  farmer.  He  may  ligui*e  that  if  the  per  capita  circula- 
tion were  doubled  his  cash  on  hand  would  be  multiplied  by  two. 
Yet  it  would  trouble  his  arithmetic  to  tell  just  how  he  would  come 
into  possession.  He  would  find  that  the  only  w^’  he  h^soi 
getting  this  increase  of  money  is  to  sell  some  of 
products,  and  if  he  sell  his  products  he  would  exact  the  best  of 
money.  And  if  the  free  coined  silver  is  to  be  as  good  as  any  other 
monev  then  it  would  be  as  hard  to  get  as  gold.  - i. 

No  one  complains  that  the  whole  wealth  of  the  nation  is  not 
abundant,  but  that  the  distribution  is  defective  and  partial.  Yet 
if  $1,000,000,000  were  added  to  it  the  wealth  of  the  country 
morrow  the  very  same  relations  would  be  observed  between  the 
financial  ability  of  the  people.  And  the  farmer  would  find  the 
ratio  of  his  ability  to  live  and  pay  his  debts  bearing  the  same  old 
proportion.  The  very  same  would  be  true  in  any  subtraction 
from  his  indebtedness  by  way  of  a depreciated  currency  \\  hich  is 
the  standard  of  wealth. 

PER  CAPITA  CIRCULATION  A MATTER  OF  BANKING. 

History  shows  that  per  capita  circulation  is  purely  a matter  of 
banking  facilities,  and  the  aptness  of  the  people  to  use  banks 
in  effectinf>’  exchanges.  If  there  were  no  banks  and  business  ex- 
changes had  to  be  settled  with  pocket  money  it  would  require 
twenty  times  the  money  to  transact  the  present  business  of  the 
country.  Two  notable  instances  of  lack  of  banking  facilities  and 
the  necessary  increase  of  cix’culation  incident  are  i^und  in  the 
business  economics  of  France  and  the  Argentine  Republic.  No 
European  nation  is  more  unaccommodating  in  its  banking  facilities 
than  France,  and  a circulation  double  that  of  ours  or  $48  per 

capita  is  necessary. 
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While  lade  of  confidence  in  the  banking  system  of  the  Argen- 
tine  Republic,  which  hus  recently  met  with  so  much  disTuption 
through  rottenness  that  the  people  discredit  it,  has  forced  up  eu- 
culation  to  over  100  per  capita.  Lack  of  confidence  rather  than 
of  circulation  is  what  contracts  the  tangible  money  circulation. 

A statement  herewith  furnished,  covering  the  fluctuations  in 
ihe  bank  reserves  during  that  historical  period  of  distrust  and. 
anxiety  between  October  4,  1890,  and  January  31,  18J1,  is  intei- 
csting  and  convincing  as  showing  the  effect  of  public  confidence 
on  the  circulation. 


Date. 

Total 

deposits. 

Total 

resej've. 

Re.sevve 

required. 

Excess. 

Deticit. 

Per- 

centage. 

1690.  ! 

Oct.  4 . 

$413,010,000 

$114,705, 200 

$103,254,000 

$11,511,200, 

27. 78 

11  1 

406, 742, 300 

104,840,800 

I0l,685,57n 

3, 155,225 

2r>.  77 

18.  ! 

403,517,700 

100, 5;i0.200 

100,873,425 

$349, 225 

24.91 

25.. 

' 398.765,900 

99, 566, 6lK) 

90,691.475 

124,875 

24. 96 

Xov. 

1.. 

! 390,284,500 

99,973,100 

99,271,125 

701,975 

: 2,  544, 250 

8 

1 392, 253.  400 

95,519,100 

98,063, 350 

24. 35 

15.. 

386,574.800 

95,811,400 

96.  043, 700 

89,7.^ 

832,  ;ioo 

24. 78 

1 :>8l,685,000 

95,511,000 

95,  421,250 

25. 02 

29 

378, 578. 20(4 

55. 026,  m 

94,644,550 

382, 350  1 

25. 10 

Dec. 

0. . 

370;  924,200 

91,801,400 

91,231,050 

1 

2,429, 650 

24.  35 

Ki 

376,746, 500 

94.793,700 

94, 186,  625 

607,075  ' 

25. 16 

20.. 

3S0;320,000 

99. 598, 900 

: 95, 100,000 

4,498,900 

26.18 

27.. 

382,  (>49,:tOO 

103,237.500 

95,  512.  325 

7, 725,175 

27. 02 

Jan. 

J.. 

386. 632. 100 

105,234,900 

. 96, 658, 025 

8, 576. 875 

27.21 

390, 325,  m) 

no,  965, 5fK) 

97, 581,250 

13.384.250 

.^8. 42 

. 

17 

398,177,500 

1 118,728,2(K) 

99, 544, 375 

19. 183.825 

29, 82 

24 

405!  471,300 

' 125.457,600 

, 101,367,825 

24,089, 775 

:io.  94 

31.. 

j 411,044.700 

; 126,704,300 

102,701,175 

23,943,125 

30. 82 

It  will  be  observed  by  this  table  that  on  December  0,  1890,  the 
total  deposits  were  $376^924,200;  total  reserve,  $91,801,400;  reserve 
required,  $94,231,050;  leaving  a deficit  of  reserve  of  $2,429,6o0. 
Yet  on  January  24,  1891,  only  forty-two  business  days  thereafter, 
the  deposits  run  up  to  $405,471,300;  total  reserve,  $125,457,600;  re- 
serve required,  $101 ,367,825:  excessof  legal  requirements,  $24, 089,- 
775:  a change  of  $26,519,325  in  the  reserve  of  the  associated  banks. 
Inflationists  who  on  December  6,  1890,  were  clamoring  for  more 
money,  were  disurined  liy  the  object  lessons  afforded  by  the  bank 
statement  of  January  24,  1891.  Perfect  elasticity  in  the  money 
circulation  is  improbable.  That  which  comes  n'*arest  to  supply- 
ing this  elasticity  is  perfect  confidence. 

The  year  1870  will  be  remembered  as  one  of  great  prosperity, 
doubtless  the  most  so  of  any  season  since  tlie  war;  yet  our  per 
capita  circulation  was  only  $17.50,  while  thescr.sons  of  1890  and 
1891  were  acknowledged  seasons  of  severe  depri  ssioii,with  a per 
capita  circulation  of  $23.45.  A small  circulatioii  is  better  than  a 
large  one  provided  it  does  not  inconvenience  commercial  ex- 
chiTnges.  With  a monetary  system  naturally  inelastic  because 
demmids  for  money  are  not  imiform,  undue  bank  accretions  are 
inevitable.  Tliese  accretions  are  the  ins])irations  of  loose  loan- 
ing and  looser  speculations  on  the  part  of  the  borrower.  Legiti- 
mate business  often  suffers  by  contact. 
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ABSrKDITlKS  OF  THK  BL.4ND  MEASURE. 

The  high-sounding  titie  of  the  Blmui  measure  catches  the  ear, 
for  it  seems  to  imply  something  for  nothing  and  the  people  gras}) 
it.  Its  substance  is  a deception  and  turns  expectation  to  straws 

of  disappointment.  , 

First.  It  is  loaded  with  meaningless  subterfuge.  The  author 
made  two  surprising  declarations  in  i)resenting  his  amazing 
scheme  to  the  House.  First,  that  it  would  not  entice  other  than 
American  silver  to  the  mints;  second,  that  it  would  debase  the 
currency  by  bringing  gold  down  and  sending  silver  up  to  meet 
it  The  relief  liable  to  come  under  the  first  proposition  can  be 
measured  by  tiie  fact  that  the  Government  is  already,  under  the 
law  of  1890, "which  calls  for  the  purchase  of  4,500.000  ounces  of 
silver  iier  month,  buying  practicably  ail  the  silver  product  of 
the  United  States.  The  only  additional  circulation  to  accrue 
througli  the  scheme  is  the  margin  which  covers  the  difference 
tetween  the  bnlliou  and  the  proposed  coin  value  of  silver  which 
the  Government  is  called  upon  to  donate  to  the  inine-oivneis. 

According  to  the  report  of  the  Director  of  the  Mint,  t 
product  of  tile  mines  of  the  United  States  in 
line  ounces,  the  commercial  value  of  whicii  was  $.ji  .Llu.OOO:  the 
coiniii'j-  value.  $T0,404,()45.  The  difference  between  the  commer- 
cial vahie  and  coining  value,  $13,239,645,  less  the  expense  of  coin- 
ing-. which  was  some  $3,000,000,  was  an  item  of  profit  to  the  (tOv- 
ermnent  and  is  computed  among  its  receipts  in  payment  of  its  obi  i- 
tratioiis.  Under  the  provision  of  the  pending  measure  this  profit 
Trees  to  the  mine-owner  instead  of  the  Government,  and  the  cir- 
culation is  thereby  increased  to  that  amount.  Such  a scheme  is 
certainly  not  entitled  to  the  support  of  agriculture  unless  amended 
bv  a stipulation  forcing  the  Government  to  erect  gristmills  in 
which  to  grind  the  fanners'  wheat,  supplemented  by  a provision 
compelling  the  Government  to  pay  a fixed  price  for  all  the  wheat 
errown  in  the  world,  irrespective  of  the  mai’ket. 

“ Second.  The  second  claim  of  the  author  of  this  measure,  that 
the  ourrenev  would  be  dc])reciated  by  an  ujiward  tendenev  in 
silver  and  a "downward  tendency  in  gold,  is  a premium  vagary 
which  baffles  solution.  This  debate,  however,  has  exposed  the 
iuo-enuousness  of  its  aiivoeates  and  explained  the  fatuous  faith  ol 

its  hGlicvors 

The,  gentieman  from  Nevada  [Mr.  Baktine],  in  his  able  advo- 
eaev  of  the  measure,  voices  the  plan  and  expectation  of  its  su]!- 
uorters  in  terms  most  easily  understood.  Ciphered  to  a business 
standpoint,  it  means  ‘■taking  all  the  silver  off  the  market, 
therehv  enabling  the  Government  to  set  its  own  fiat  on  its  ^alue 
and  thus  compelling  gold  and  silver  into  the  same  notch  and 
bolding  them  there.  Figured  toils  proper  class  as  a speoua- 
lion.  it  means  the  cornering  of  the  silver  ]U‘oduction  of  the 
world.  Bv  means  of  a standing  price  fi.xed  at  the  maxnnum 
scale,  the  ‘gold  standard,  with  no  limit  as  to  purchase,  it  is  ex- 
pected that  the  price  of  silver  will  he  at  the  option  of  the  Cmv- 

^ TAms’iinpress  this  point  by  assuming  that  ‘‘  Old  Hutch  " had 
determined  to  place  com  and  wheat  on  a parity  of  price  Ap- 
plvino-  the  principle  we  have  discussed,  he  advertises  to  buy  all 
the  corn  in  the  world  at  the  present  market  price  of  wheat.  As 
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long  as  Mi\  Hutchinson  can  back  up  his  proposition  it  is  per- 
fectly plain  he  can  control  the  price  of  corn  up  to  the  wheat 
price,  not  above  it. 

But  hei'e  is  a further  reckoning  which  enters  Mr.  Hutchinson's 
calculations.  Having  proclaimed  himself  ready  to  take  all  the 
corn  in  the  world  at  the  price  fixed,  and  known  to  be  backed  by 
a reasonable  bank  account,  he  figures  that  no  foreign  corn  will 
be  delivered  to  him  because  he  has  lixed  the  ]>rice^  abroad  as  \ 

well  as  at  home,  and  hence  the  foreign  producer  will  have  no  ^ 

incentive  to  deliver  to  him.  This  scheme  may  be  properly  de- 
fined a scheme  to  corner  the  price  of  a commodity  and  not  the 
commodity  itself, 

Mr,  Hutchinson  has  been  a bold,  recourseful  manipulator,  but 
his  dreams  of  avarice  have  never  led  him  to  the  contemplation 
of  a scheme  built  upon  jiublic  faith  in  an  impossibility.  The  peo- 
ple would  take  the  wheat  because  its  value  was  legitimate  and  it 
was  standing  on  a market  })rice  determined  by  the  inexorable 
law  of  supply  and  demand.  Mr.  Hutchinson  would  get  the  corn 
as  long  as  he  could  jiay  for  it,  and  the  haste  with  which  it  would 
be  delivered  would  l^e  gauged  by  the  certainty  of  his  ultimate  sus- 
pension and  collapse. 

How  long  this  Government  could  maintain  the  price  of  $3,- 
939,578,000  worth  of  silver,  which  is  the  ap]n*oximate  of  stock  in 
the  principal  countries  of  the  world  according  to  the  testimony 
of  the  Director  of  the  Mint  before  the  Committee  of  Coinage, 

Weights,  and  Measures,  with  a bank  account,  according  to  Treas- 
urv  statement  .Tanuary  1,  1892,  of  $196,034,001  go'd  coin  and  $S2,-  , 

212,089  in  bullion,  with  $100,000,000  of  it  already  hypothecated  in 
outstanding  gold  certificates,  would  be  simply  a matter  of  speed  in 
the  delivery  of  silver  and  not  a matter  of  finance.  With  advocates 
who  have  denounced  hanking  accomodations,  scoffed  at  clearing 
houses,  bills  of  exchange,  checks,  drafts,  etc.,  andarguedfor  the 
barbarity  of  commercial  settlements  with  pocket-money,  this 
sublime  scheme  of  a world  system  of  banking  based  on  the  capi- 
tal of  a nation  must  be  a dream, 

SPECIAL  DISADVANTAGES  TO  ACniCULTURE. 

While  the  American  farmer  can  not  disassociate  his  fate  in 
any  financial  disruption  from  the  coincident  industries  of  the 
country,  he  would  nevertheless  be  made  a ST)ccial  victim  under 
a policy  that  would  debase  the  currency  of  the  nation.  The 
price  of  the  farmer's  cotton  and  grain  is  made,  in  the  foreign 
market,  where  the  surplus  is  sold  on  the  basis  of  the  dearest  dol- 
lar. Taking  his  pay  in  a depreciated  dollar  is  the  equivalent  of 
an  out-and-out  discount  on  the  price  of  his  products. 

The  price  of  wheat  is  worth  $1  in  Liverpool.  That  means  the 
gold  dollar;  yet  when  the  farmer  settles  with  the  local  buyer  he 
takes  a depreciated  dollar  which,  as  compared  with  the  Liver- 
pool dollar,  is  worth  onlv  70  cents.  Agriculture  is  credited  with 
an  aggregate  export  trade  of  over  $600,000,000.  ( )n  a bullion  basis 
the 'difference  between  the  gold  dollar  of  Liverpool  and  the  sil- 
ver dollar  of  New  York  is  $180,000,000.  Whether  a fiat  of  gov- 
ernment will  lessen  the  disparity  is  purely  experimental  and 
dangerously  speculative. 
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FARMERS  AND  BANKS. 

No  sympathy  is  extended  by  the  advocates  of  the  measure  to 
banks  and  gold-bugs,  yet  in  a crisis  which  would  throw  the  bank- 
ing system  of  the  country  into  insolvency  The  loss  of  de])ositors 
as  compared  to  bank  capital  would  be  as  5 to  1. 

The  capital  of  the  banks  of  Buffalo  amounts  to  $4,800,000:  the 
deposits  on  March  25.  1892,  were  $25,050,000.  Where  $1  would 
be  lost  through  the  disruption  and  insolvency  of  these  banks  by 
the  capitalists  who  own  the  bank  stock  $5  would  be  lost  by  the 
depositors  who  are  not  capitalists,  A quarterly  statement  of 
the  Bank  of  Hamburgh,in  my  district,  published  March  19, 1892, 
shows  capital  stock  $50,000,  while  the  deposits  are  shown  to  be 
$296,013.92.  The  depositors  of  this  rural  bank  are  wage-earners, 
farmers,  and  people  of  moderate  means. 

CHEAP  MONFA’  EXPERIMENTS. 

We  draw  on  a series  of  articles  which  have  appeared  in  the 
Century  Magazine’  during  the  past  year  for  the  historical  data 
relative  to cheap-money  experiments ’’  in  this  county.  The 
universal  climax  of  disaster  which  has  waited  upon  these  depart- 
ures from  sound  finance  may  well  awaken  our  caution, 

RHODE  ISLAND  PAPER  MONEY. 

At  the  close  of  the  Revolutionary  war  the  people  of  Rhode  Island  found 
themselves  in  extreme  poverty. 

The  war  had  ruined  their  established  trade  and  made  it  ex- 
tremely difficult  to  meet  their  share  of  the  national  debt,  hence 
they  clkmored  for  a])aper  money  bank.  After  a spirited  contest 
at  the  polls,  waged  principally  between  the  farmers  and  the  mer- 
chants of  Providence,  the  farmers  were  successful,  mid  won  the 
General  Assembly.  This  body  assembled  in  May,  1786,  and  one 
of  its  first  acts  was  the  passing  of  a law  establishing  a paper  money 
hank  of  £100,000. 

Every  farmer  or  merchant  who  wanted  to  borrow  money  could  do  so  by  a 
piedgebf  real  estate,  to  double  the  amount  of  money  desired. 

From  the  very  first  appearance  of  this  money  on  the  street  it 
was  discredited,  and  so  thoroughly  so  that  the  Assembly  passed 
a force  bill,  which  aimed  to  compel  tradesmen  and  creditors  to 
receive  it  in  trade  or  in  liquidation  of  debt.  The  matter  vus 
taken  to  the  courts,  and  the  superior  court  held  that  the  law  was 
unconstitutional . 

The  condition  of  finances  at  that  time  in  Rliode  Island  are  thus 
described: 

Suitors  came  to  court  with  paper  money  in  handerchiefs.  bags,  and  pillow 
cases,  asking  to  have  the  holders  of  mortgages  forced  to  take  this  at  par  in 
redemption  of  their  land.  The  value  of  this  paper  money  dropped  .sieauily 
niitil  tifteen  paper  dollars  were  worth  only  one  <'oin  dollar. 

In  August.  1^89.  the  Assembly  suspended  the  operations  of  the 

law.  1 1 . 

This  was  an  effort  ]nire  and  simple  to  force  wealth  to  bolster 

up  a cheap  money  with  good  money.  And  the  fact  that  wealth 
can  take  care  of  itself  in  money  manipulations  and  that  the 
debtor  class  are  the  greatest  sufferers  through  any  departures 
from  sound  finances  found  confirmation.  The  farmer  was  on  the 
ruin  side  of  the  speculation. 
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MICHIGAN  WILDCAT  BANKS. 

In  1837  Michigan  becamo  a State,  and  almost  coincident 

its  birth  it  passed  a law  under  which  any  tan  or  more  e®holhei-s 

could  organize  a bank  by  paying  in  10  per  cent  of  the  capital  \\  hen 

signing  for  the  stock  and  paying  in  20  per  cent  more  in  specie 

when  ?eady  for  business.  The  other  70  per  cent  of  capital  was 

allowed  to  be  paid  in  in  mortgages  on  real  estate. 

Within  one  year  for ty-nine  banks  were  organized  . 
ital  of  *1.745.(XW  of  which  only  30  per  cent  was  claimed  to  be_  in  specie  mei 

1)00.000  of  irredeemable  paper  was  the  end  of 

H’hp  Tmhlir  from  the  start  had  no  confidence  in  the  monc> . At  tne 

khIo  there  wei4  im  fewer  than  forty-two  ivlld-cat  banks  in  the  hands  of  re- 
ceivors.  . 

Business  was  iirostrate,  all  trade  except  the  actual  deals  in  pro- 
duce  stopped.  The  writer  in  tlie  Century  quotes  from  Judge 

C’oolev.  as  follows:  ^ 

Such  were  the  fruits  of  the  experiment  of  giving ^ual  and  Ym’ 

limited  rights  in  banking  to  everybody  who  wanted  a .short  er  road  to  eadh 
than  that  trodden  by  labor  and  honest  industry. 

The  farmer  was  on  the  ruin  side  of  the  speculation. 

ALABAMA'S  EXPERIENCE. 

The  Legislature  of  Alabama  passed  a banking  law  as  early  as 
1823,  cstafDlishing  a State  bank: 

Certaiu  public  funds  were  set  aside  to  constitute  part  of 
dition  the  State  was  allowed  to  issue  State  stockto  the  amount 
deemable  within  ten  years  bearing  interest  at  6 per  cent.  1^^^ 

it  was  allowed  to  issue  $100,000  more  of  State  stock  redeemable  in  t-v\ent> 
vVars  at  ^ Five  years  later  $500,000  of  State  University  funds  were 

^ransferre^m  ^ bank  as  capital.  Between  18*^  and  835  four  branches  of 
the  State  bank  tvere  established  in  as  many  cities  and  State  bonds  to  the 
amount  of  $6,ma)0  were  issued  to  supply  them  with  capital. 

\s  is  the  natural  consequence  of  an  unlimited  demand  for 
money  when  the  fund  from  which  it  is  drawn  is  expended  solely 
by  o'ood  nature  and  fancied  need,  a further  direct  loanto  the  peo- 
ple'of  $7,500,000  was  necessary.  The  inevitable  came  in  184^; 
the  charters  of  the  branch  banks  were  repealed,  and  in  ]8Lj  that 
of  the  State  bank  expired  by  limitation.  Mr.  Fitch,  of  iusca- 
loosa,  places  the  entire  loss  to  the  State  at  $313><^,000.  In  this 
enormous  loss  were  the  funds  of  the  State  University.  Ihe 
farmer  was  on  the  ruin  side  of  the  speculation. 

THE  MISSISSIPPI  CROP-MOVING  CURRENCY. 

In  1833  Mississippi  conceived  the  idea  of  lending  its  assistance 
to  agriculture  by^  helping  move  the  cotton  crop.^ 
took  tano’ible  shape  when  the  State  came  to  the  aid  of  the  Flau- 
ters^  Bank  of  T^Iississippi  by  issuing  $2,000,000  in  bonds  at  0 per 
cent  to  be  used  as  the  bank's  capital.  Shortly  after  the 
established  a bank  of  its  own  with  a capital  of  $.>, 000,000,  Avhich 
was  raised  by'  selling  the  bonds  abroad.  The  writer  in  the  C en- 
tury thus  tersely  pictures  the  status: 

A!  the  clo.se  of  1839  the  twenty-six  banks  in  the  State  ^ 

paid-up  capital  of  over  $30,000,000.  loans  pid  discounts 

note  circulation  of  $15.(XK),000.  and  deposit.s  ag.gregatmg  ncarl>  $^000,000.  As 
ihe  free  white  population  at  that  time  was  170.000  the  alleged  paid-up  capital 
per  head  equals  $180.  loans  and  discounts  $285.  and  the  clrcuilatiou.  iiicludmg 
deposits.  il90.  At  the  moment  of  irreatesb  prosperity,  when  everybody  be- 
lieved himself  rich  and  hourly  growing  richer,  the  entln*  system  collapsed 
li  was  then  discovered  that  all  the  boasted $30,000,000  of  paid-up  capital,  vv  ith 
i be  exception  of  the  money  which  had  been  borrowed  on  the  bonds  of  the 
State,  consisted  of  slock  notes. 
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In  summing  up  the  results  Mr.  Henry  V.  Poor,  author  of  Money,  its  Laws 

^^^"jnhe^lis.c&.boo  of  loans  and  deposits  were  never  pahi,  the 
notes  and  deposits  never  redeemed.  The  whole  system  fell  a huge  and  shape- 
less tvreck,  leaving  the  people  of  the  State  very  much  as  they^came  into 
the  world.  Their  condition  at  the  time  beggars  description.  Society  was 
broken  up  from  its  foundation;  everybody  was  in  debt  without  any  means 
of  payment.  Lands  became  worthless  for  the  reason  that  no  one  had  mone> 
to  pav  for  them.  The  only  personal  properly  left  was  slaves,  to  save  which 
suSi  number  of  people  fled  \vith  them  from  the 

turn  upon  legal  proce.ss  was  in  the  very  abbre\  iated  form  of  G.  1.  i.  gone 
to  Texas  ** 

AVnothei*  most  appalling  instance  of  unlimited  banking  by  a 
simple  fiat  of  the  people  in  defiance  alike  of  natural  laws  and 
practical  finance.  Another  demonstration  that  in  such  disasteis 
the  farmer  is  left  on  the  ruin  side  of  the  speculation. 

ARGENTINE  REPUBLIC. 

The  fate  of  the  Argentine  Republic  under  loose  financiering 
will  come  nearer  home,  because  its  schemes  and  its  ruinous  re- 
sults have  been  worked  out  in  our  generation. 

In  1873  this  South  American  Republic,  a country  of  almost 
boundless  resources  and  where  development  has  been  a marvel 
to  the  Avorld,  impelled  by  an  energetic  progressive  i>eople,  be- 
came impatient  at  temporary  restrictions  to  their  marvellous 
proo-ress  and  sought  through  the  artifices  of  cheap  money  and 
plenty  of  it  to  subjugate  the  natural  laws  of  finance.  Again  we 
draw  for  data  on  the  Century  articles: 

The  system  was  put  into  a plan  by  establishing  at  Buenos  Ayres  a moUt 
-age  bank  Avhos^  only  object  was  to  take  mortgages  on  landed  property 
Anv  person  owning  land  could  go  to  the  bank  and  get  money  to  the  amount 
of  half  the  value  of  the  property,  the  bank  appraisers  to  fix  the  value.  Ihe 

bank  gave  the  borrower  a mortgage  bond  called  a cedtUa,  which  w^ 

twentv-four  years,  at  from  6 to  8 per  cent  interest,  paj  able  quaiterlj  • The 
t^cmias  5?^^^  in  series,  alphabetically  arranged.  The  flrst  series  was 

between  and  $ 14,000.000.  They  were  quickly  followed  by  mheH^^ 

and  Series  A closed  with  ^'^T.SOl.OOO:  B with  an  issue  of  $1,09...000,  Senes  C 
with  S813  000  Series  D wth  $^,000,  all  of  "percent.  Then  came  Series  t.  m ith 
aifissue  of  fl5.830.000,  F with  a total  issueoffO.lOO.OOOalTper  cent,  leuyeais 
after  the  establishment  of  the  Hypothecary  or  niortgage  bank  over  fmtW.- 
000  of  these  cedulas  had  been  issued,  all  based,  belt  remembered,  on  the  landed 
property  of  a single  province. 

\ iiateh  of  land,  the  signature  of  the  government,  and  a print- 
ino-  press  were  the  only  essentials  to  money,  and  plenty  of  it. 
“The  best  attainable  total  of  the  regular  paper  ifue  of  the 
banks.”  says  the  writer  in  the  Century  .was  $34o, 000, 000, which  was 
equal  to  a per  capita  circulation  of  over  $100.  There  could 
lie  but  one  linish  for  such  a hazardous,  reckless  class  of  hank- 
ing and  the  Argentine  Republic  knows  to-day  what  uncertain 
conditions  of  wealth  means,  and  its  European  creditors  who  in- 
vested in  these  cedulas  have  also  learned  to  suspect  cheap-money 

Mr.  E.  L.  Baker,  the  United  States  consul  at  Buenos  Ayres, 
quoted  by  the  Century  writer  under  date  of  November  17,  1890, 
thus  sums  up  the  demoralizing  conditions: 

The  collapse  has  come,  and  come  with  vengeance,  lauds  unsalable  at  any 
nrice  national  banks  gutted  and  left  without  a cent  in  their  strong  boxes, 
stock  companies  with  fraudulent  entries  in  their  record  and  without  an>- 
thlng  to  show  for  the  pretension  they  set  up;  jnerchants  tmable  to  meet 
their  liabilities,  hank  notes  protested  and  extensions  gi-anted.  the  geneial 
bns\ness  at  a standstill— the  truth  is.  the  Argentine  Republic  is  suffering  from 
a paralysis  of  credit.  Inflation  must  give  place  to  hard  p.an. 
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The  farmer  a^^'^ain  on  the  riiiii  sicie  of  the  &peculation.  , , . ^ 

Mr.  Sj^eaker.  whether  these  gloomy  instances  of 
finance  emanating  for  the  most  part  from  a demand  of 
tuVe.  are  p?rtinent  to  the  stipulation  of  the  proposed  legiblatmn 
in  this  House  or  not.  they  certainly  form  a chapter  of  w Id 
schemes  and  extreme  patiaceas  as  applied  to  the 
needs  of  the  people,  in  line  with  the  chum  of  the  advocate&of  the 
free  coinao-e  of  silver.  The  end  will  prove  no  exception  to  the  ^ 

universal  disaster  which  has  befallen  deiiarturcs  from  hardpan 
ftnaniu  The  resources  of  our  wonderful  country,  our  recuper^ 
th-e  cnero-ies.  our  boundless  natural  wealth,  will  not  exempt  us 
h orn  natural  laws  or  save  us  froin  breakers  iHiich  p^^^ 
in  the  observance  of  true  economic  usage  in  liname  teaches. 

The  Guveniment.  as  were  these  respective  States,  is  lovited 
throuo-h  the  provisions  of  this  measure  to  the  expcciient  of  expei  - 
imental  banking.  The  plan  and  not  the  prmci]de  differs  fiom 
the  scheme  of  the  Argentine  Republic.  The  Government  is 
asked  to  add  to  its  constitutional  functions  relative  to  national 
SnaneJ?  which  are  simply  to  indorse  the  weight  and  hnanc^  o 
its  coin  its  indorsement  also  of  its  value,  and  a guarantv  0 
its  redemption.  Instead  of  indorsing  cedilla's  founded  on  real 
estate  at  half  its  value,  it  indorses  certificates  on  silver  at  a 
?1  “f  mm-o  thaa Vs  valic.  The  scheme  has  the  Rhode  Island 
ambition  for  more  paper  money,  the  slippery  foimdation  of  the 
Michigan  wildcat  craze,  the  nnconstitutional  lu-etens..  of 

bama  State  bank  experience,  and  it  cornes  within  j 

of  the  crop-moving  banking  system  of  Mississippi  if  we  substi 

tute  silver  for  cotton. 

SECTIONAL  DEMAND  FOR  FREE  COINAGl  . 

The  free-coinage  question  is  not  a political  question  nor  should 
it  be  a sectional  question.  The  West  and  South  can  not  aftord 
to  give  it  either  the  semblance  of  the  one  or  the  apologj  of  the 
otlfer,  in  view  of  their  financial  necessities  and  the  accommoda- 
tion required  of  AVirthern  capital.  Mr.  Leech,  Director  of  the 
Mint,  furnishes  interesting  data  covering  the  ainount  of  these 
crop-moving  accommodations.  While  before  the  Coinage  Com- 
initteG  Mr.  Leech  said; 

bS  was  about  total  f ^ 

S^wWc'hTs'cheapIr 

late.  M iucii  worth  The  total  shipments  for  the  tirst  six 

mow  ail'd  by  the  Treasury  $52,000,000. 

The  failures  for  1891  were  12,273,  exceeding  by  a large  percentr 
ao-e  those  of  any  other  previous  year.  The  total  liabilities  were 
$189  86$  636  The  geographical  distribution  of  liabilities  is  some- 
what surprising.  The  Middle  and  Eastern  States  show  a decline 
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in  liabilities  of  $17,000,000.  while  the  liabilities  in  the  Southern 
States  show  an  increase  from  $27,000,000  to  $43,000,000.  Does 
anyone  doubt  from  this  index  where  the  disaster  which  would 
attend  the  liquidation  of  the  obliigations  of  3,000,000  farmers  with 
an estimatedliahilityof $2,580, 000,000 wouldstrikeheaviesty  And 
is  it  not  quite  possible  to  trace  some  of  the  present  unusual  and 
unfortunate  liquidation  which  is  being  forced  in  certain  States 
to  a distrust  born  of  agitation  on  this  very  important  and  sus- 
picious measure?  Capital  is  timid  and  distrustful,  and  any  policy 
> which  would  even  suggest  uncertain  conditions  in  finance  makes 

it  reserved  and  cautious. 

While  it  is  claimed  that  the  worst  fears  of  the  anti-free-eoin- 
age  people  are  vague  and  impi'obable,  infallibility  and  certitude 
can  not  be  claimed  by  their  opponents:  hence  the  measure,  ]x)l- 
stered  bv  ai’gumont  pro  and  con,  becomes  at  least  speculate  e, 
and  is,  therefore,  ill-advised  when  following  in  the  Avake  of  a 
vear  marked  bv  the  largest  commercial  list  of  failures  on  record 

OUR  PUEDirTlONS. 

We  wish  to  jiroclaim  this  line  of  predictions  from  the  stand- 
point of  business. 

First,  if  the  free  coinage  of  silver  means  that  every  dollar  shall 
be  of  the  intrinsic  value  of  every  other  dollar,  as  its  advocates 
proclaim,  it  will  pi'ove  no  relief  to  the  debtor  class. 

Second,  if  it  niean.s  a cheap  dollar  in  the  sense  of  alow  interest 
rate,  tin'  debtor  class  will  find  no  relief  not  accorded  under  pi*es- 
ent  conditions,  but  will  encounter  the  disaster  of  higlier  interest 
\ rates  founded  upon  the  greater  uncertainty  and  risk  in  values. 

Third,  if  it  means  a cheap  dollar  in  tlie  sense  of  a depreciated 
dollar,  which  will  thereby  enable  the  debtor  class  to  liquidate 
obligations  on  a basis  of 'discount  from  the  standard  dollar  of 
commerce  of  to-dav.  it  means  the  plea  of  bankruptcy  of  2,800,000 
farmers,  supi)lemonted  with  the  enforcing  on  theii-  part  of  a set- 
tlement on  a basis  of  70  cents  on  the  dollar. 

Fourth.  In  such  liquidation  the  great  body  of  wage^earners, 
pensioners,  life  insurance  ])olicy-holders,  loan  and  saving  asso- 
ciations. and  small  bank  depositors,  which  includes  the  farmer, 
will  be  the  yirincipal  losei's. 

Fifth.  Wealth  will  take  care  of  itself,  and  while  it  always  in- 
vites conservatism  in  order  to  security  it  is  always  alert  for  the 
right  side  of  a speculation,  and  through  the  advantage  of  wealth 
is”able  to  command  unequal  advantage  in  monetary  disasters. 
The  farmer  will  be  on  the  ruin  side  of  the  speculation. 

The  farmers  of  the  nation  are  not  yet  ripe  for  insolvency,  or 
ready  for  repudiation.  Depressed  and  in  debt  Diey  will  lefusc  to 
y'  invite  a climax  which  Avould  mean  liquidation  and  ruin.  A 

greater  boon  to  the  farmer  Avonld  be  a lower  interest  rate  and 
protective  usury  laws.  These  will  not  come  by  way  of  a depre- 
ciated currency  or  uncertain  conditions  of  wealth.  The  mini- 
mum in  interest  rates  can  only  come  of  the  maximum  ip  secui  it^  . 
Capital  will  always  charge  insurance  as  well  as  interest  in  doubt- 
ful accommodations.  Tt  can  atlord  and  will  be  forced  tolouei 
rates  when  absolute  .safety  makes  insurance  unnecessary. 

With  a 3 per  cent  interest  rate,  which  is  sure  to  come  of  unque.s- 
tionable  security,  with  a reformation  of  our  tariff  laws,  so  as  to 
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extend  the  markets  for  the  farmer's  products  and  enable  him  to 
pui'chase  his  supplies  as  cheaply  as  his  competitors  in  the  world  s 
markets  buy  theirs,  with  justice  in  taxation  which  will  assess  the 
mortgagor  instead  of  the  mortgagee,  agriculture  v/ill  again  dem- 
onstrate that  it  is  not  a ward  needing  thetenefactions  of  our  in- 
dustrial system,  but  a power  and  potency  in  civilization  and  de- 
velopment which  plants  national  wealth 
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